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ABSTRACT
: "%Is project undertook the following: (1) examination
of the scope aund stiocture of the private, nonprofit sector in the
' United States; {2) snalysis of the patterns of spending by Federal,
State, and local governments in fields where nonprofit organizations
.are active; and (3) evaluation of the impact of changes in government
policy on .the revenues of nonprofit organizations and on the demand
for their services. Sixteen local field sites were selected to
provide a’reasonable cross section of the nation. A number of
conventional conceptions of the role and character of the nonprofit
sector and of the operation of the nation's human service delivery
system are inaccurate. For example, the nonprofit sector is far
larger, and plays a far more important role in the delivery of human
services than most analyses of the American welfare state would
suggest. Findings also challenged conventional ideas about (1) an
inherent conflict between nonprofit organizations and government; (2)
the American "welfare state"; and (3) the financizl base of the
nonprofit sector. The study also questions the orientation of the
"charitable" sector by documenting its relatively limited focus on
the poor and its growing reliance on fee-paying customers. (LHW)
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'

 axamining the scope and structure of the private, non-profit sector in the

Partners in Public Service: Government and the Monprofit Sector
~ Ain the American Welfare State ' T

During the paat several years we have been engaged in a major project

United States; analyzing the patterns of spending by federal, state, and local
governments in fields where nonprofit organizations are active; and evaluating
the impact of changes in g@vqrnﬁgné policy on the revenues of nonprofit organ-
izations and on the demand fervtheir services.,' This project has involved work

at the national level and in 16 lééél field sites selected to provide a rea-

" sonable cross-section of the nation in terms of region, size, soclo-=economic

condition, and philanthropic tradition. These field sites include one large

metropolitan area, one medium-sized metropolitan area, one small metropolitan

'area, and one rural county-in each of the four major census regions of the

country. (See table 1 bslow).

In each of these field sites, several different types of data gathering
ang analysis were undertaken. These included: (1) a survey of nonprofit
human-service organizations (exclusive of hoaspitals and higher education
institutions); (2) the tracking of federal, state, and local government
spending in six major himan s;rvige fields (health, social services,
employment and training, houaing and community development, arts and
recreation, and income assistance); (3) analysis of the extent of government
contracting with nonprofit service agencies in these six fielda; (4) case
studies; (5) a survey of religious congregations; and (6) extensive

interviewing of prominent nonprofit and philanthropic leaders.




Out of this work has come a substantial body of new data about the nom-
px%fit sactor, about gavafnmegté human service aétivity, and about the reila-
tionshipa bgtuaen the two. What these data suggest is that a rumber of L«
conventional gonceptions of the roie and character of the nonproflit sector an:
of the Qpératiéns of the nation's humaﬂaaan;iea delivery system are in neen ot
revision. - In particular: |

© We have demonstrated that the nonprofit sector is far larger,
and plays a far more important role in the dalivery of human
services, than most analyses of the American welfare atate
would suggeat and many accounts of the nonprofit asector have
acknowledged. In fact, in many localities sy the expenditures of
the private nonprofit sector exceed those of local governmenta
by a factor of two or three to one.

¢ Our work has challenged conventional theories that posit an in-
herent conflict between nonprofit orjanizations and government,
and has shown instead the extent to which these two sectors
have jolned forces in the pursult of public objectives.

© We have raised questions about the conventional image of the
' Americin "welfare state," which confuses the provision of funds
wivia the delivery of services, and have demonstrated how sub- -
stantial a portion of the services that government funds are
-actually dgli.ver’-aé by private, nonprofit groups.
© We have altered long-standing assumptions about the financial
base of the nonprofit sector/ by documenting the dominance of
government and service fees over private giving as sources of
nonprofit revenue. )
© We have raised important questions about the orientation of the
"charitable" sector bty documenting the sector's relatively
limited focus on the poor and its growing relliance on fee=
paying cuatomers. .
In the pages that follow we elaborate on these and other themes and present
some of the evidence in support of them, focusing first on the results of our
survey of nonprofit service organizations, and then examining the results of

our detailed aralysis of federal, state, and local gaverﬁment sggndiﬂgii

TFor a more detailed statment of project findings, see the list of
project publications at the end of this paper.
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The onprofit Smotor

A major objective of our four-year research effort has bsen to
clasarthe gapa that have long existed in basie information about the
sgagarand structure of the nonprofit sector, 1lts principal scurces of
funding, its activities, and its clientele. In addition, we have sought
to monitor how recent changes ig public funding priorities have affacted
this set of organizations. Gur.rgsearah focused on the human services
component of the nonprofit sector, namely ﬁhat group of aéganisatiana
which actually provide services to a broad, general publiec, not Just te
their own mgébarghipg Included in this definition are day care centers,
programs for the elderly, museums, symphony orchestras, YMCAs, job
training péagrama, agdgmany more., Gniy hagpitalé and higher education
facllitiss wers. excludad from our study iﬁ order to make our survey more
manageat:le and gaeauae good information on these two types of nonprofit
organizations is available from the American Hospital Association and

the National Center for Educaticn 3tatisties.

To learn about these agencles, wa first dgvalgéqd a eémpletg rogter
of all nonprofit human service arggnizatiang in our 16 study sitea and
then distributed a mail survey to the entire. population of such. agencies
in our medium and smaller sized sites, and to large samples of these

agencies in the five largest sites. Altogether 7000 agencies were sur-

[}
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veyed and over 3400 reaponded, yiglding a response rate of 49.7 percent,

which, Judging by other research of this type, is quite good.2 Two
years later, in the spring of 1984; We resurveyed the original

respondents, and received about 2300 returns that could be linked to our

Wave 1 data files.

Without quesation, this study has been an ambitious undertaking both
for the size and scope of the ;ark, but also b;eausg the type of longi-
tudinal information it has developed is seldom available to the research
and poiicy communities. Like any study, however, it has its liﬁitatiana;
For example, our decision to reaurvey only ériéinal respondents meant
that we could not obtain information on the newly formed organizations
in the sector. Similarly, in-spita of considerable aeffort to identify
the organizations that "alaa;d" or “wgni!;aaut—sf—bl;sinega" dm:-ing the
period betwsen our two rounds of data collection, our information on
this group of organizations is quite limited. Yet in spits of such
caveats, we have been able to gain enormous insights into how nonprofit
organizations function and how they are coping with cutbacks in goverr-
ment funding, irsights that in some cases run counter to conventicnal
belief; In particular, nine principal findings of our !SUEVBY' work

deserve mention.

3In-17 previous studies of the ncaprofit sector that Wwe reviewed, samples
rarely exeeeded 1000 agencies and survey response rates typically averaged
below 30 percent. Ia twoc of the surveys most comparable $o The Urban
Institute's work in terms of sample size and depth of analysis, responsea rates
of less than 15 percent were achieved. '




Fewer nouprofits foous on bhupor than is comiom=1y believei

: -‘Although the popular imag pilotures nonproff=ts as pricipally

focused on  providing serviess i the poor, this s=ktereotype W not
reflect the realities of today'sunprofit world, L[..ess than op-third
of the agencies in our sample sii that they focuse=d on serviyga low
income or poor clientele. This finding in part mceflects th great
diversity of the sector in terwsof its aotivities and oliant focus,
Nonprofits not only provide scolll services, they a—lso offer ulture/
arts/recreation activities, ediution and reaearc=h, healthrelated
services, and a host of other alivities that| addre=ss broad omunity
neads (see table 2). Furthermore,far fewer agencies focus on swving a
particular ethnie, rasial, or spiial need group thammn some thenlas of
the nonprofit sector weuld ‘B8ugges!, Rather, most agermmcies serve broad
croas section of community membeys, Clearly, the nonpr—~ofit sectoris not
a homogenous entity with a common st of goals, purposses, or objutives.

2. Most nonprofit orga zutions inthis é@uﬁtry,g_g gﬁall _but_ i vast
rity of the sector's expeiltures are made by .= relative handf
.agencles. S

+

- As table 3 shows; 40 percent  the nonprofit ormeganizations in our
study have expenditures of under $100,000, but the=se mmall a¢noies
account for only 2 percent of thssctor's resources.. It is th large
agencies, with budgets over $1 pllion, that controML the bulk o the
Sector’s- mozey. These  large agenclts account for threme-quarters o the
sector's resources. Clearly, finamial expenditures, .and hence smrvice
activity, are not spread evenly timughout the sectors. and this pleture
of concentration would be even greisw if hospitals anca higher ediation
institutions were included. ’ .

Bven after an initial round of jo ment budget c=uts, goveruwent--
not pri ¥ ] 2 Sourcess of revenus for

As shown in table 4, 38 perwmt of the sector's 1982 incom came
from govermment, with 60 percent ofthe agencies recei—wing some prtion
of their funding from government smirces. The Seconc® major souce of
funding is income from dues, fees,ind service charge=s, accountiy for
30 percent of the total. Fee incomalso is the-most w—idely used surce
of support with nearly 7 out of nonprofit agencie== colleatin this
type of revenue. Private charitahis giving ranks third@® among allmjor
funding sources and accounted for wly 21 percent..of -£=he-saatorh 1982
income. What 1is moat surprising isthe relatively sma=11 proportinm ofr
agencies that actually received printe philanthropie support. Gy 38
percent of the ggenaies in our sily received found=ation grants; 34
parcent got corporate gifts; and 2} percent received EInited Way fund-
ing. Apparently, it is dopations firetly from indivic®uals that s the
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mains,tay of private philanthropie support. Although philanthropic giving
may be a distinotive feature of the nonprofit aector, it is govermmont
funding that has supported much of the sector's activity.

k. Funding j [ by service area and by community.

Aggregate statistics, 1like those presented above, tend to mask
differences between the various componenta of the asator. For example,
d4s table 5 shows, 6 of the 10 service areas in our study relied on
govermment support for half or more of their funds, Fee income was the
principal funding source for health servicas and education/researci
activities, while private giving was tae principal sourse of support for
only one service area=--qultursa/arts./rearsation. Similarly, in each of
our study cammunities thare was conaiderable variation in funding pat-
terns (see table 6). Although government funding was the principal
source of support for nonprofits in ‘@ach local community, the extent of

reliance on government ranged from 66 percent in Jacksor., Mississippi,

widely

to 32 percent in Chicago. As in our na*’onal picture, fee income tended
to be the second most important source of funding in 7 of our 12
metrcpolitan sites. In only four communities-~Jackson, Boise, New York,
and Dallas/ Fort Worth--did private giving rank as Lhe number two source
of income. ’

5. As nonprofits entered the 1984 fiscal year, |
Sti}1 3 percent bé,i )81_gove

T 3 p > previous 1987 g2
infiation sdjusted doliars. .~

Between 1981 and 1982, government support to the average nonprofit
organization dropped by 6 percent (see table 7). But cuts were deepest
in the service areas of iegal services/advocacy (down 29 percent),
housing/community  development (down 16 percent), wmployment/
training/income support (down 13 percent), and social services (down 9
percent)., Our preliminary anslysis of round 2 data show that in the
following year, 1982 to 1983, government support 4increased by 3
percent. However, this still left the sector 3 percant balow its 1981
level. -
In_spite of government budget cuts, nonprofit organizatior
average, continued to grow, replacing much of loat gover
revenues from increas : '

6.

et

Based on our second round of data, we estimate that total funding
for ths zverage nonprofit agency in our study increased by approximately
6 percant between 1381 and 1983. Fee income rose by 13 percent, while
increases in all sources of private giving, combined, went up by 10
percent. This is particularly significant irn view of the fact that fee
income started from a larger base. It thus appears that the nonprofit
sector has been more successful in raising revenue from commercial
sources than from philanthropic ones.



. of nonprofit agencies have not been able to __replace thir

lost_ government revenues and therefore_ remain subata=mtially below

thelr total ¥l funding levels.

While the nonrofit sector as a whole was able to rec=over from i
early loases. ia. gvernment support, agencies that speciall =ze in employ-
ment/training, lsgl: services/advocacy, social Services, =and multismr-
vice activities did not (see table 7). These agencies ap=parently e
less access - to ether fee income or private philanthrcopia suppart,
Whether this is basuse of the types of services that tEExase agenoies
provide or becauss of the types of oclients that they aervess, theas 1o
profits could not replace their lost . govermment funding amnd ended ths
1981-1982 period with net declines in total revenue, Prelimxminary analy-
8is of our round ? data suggest that, of those nonprofits noted abow,
all but social service agencies continued to be below their 1981 ‘funding
levels at the atart of 1984, In addition, housing/communitwss developmsnt
organizations have joined this list of _struggling nonprofi—ts. Becaus

these types of orgnizations rely so heavily on government= support fo
their funding, " any future ocuts in government support. undeeubtedly will
put a considerable squeeze on their already depleted reascurc—es.

3l {omy

8. The impac ; sltes
of_Si=n

differences
¥3. Snowbelt

_but  thee

belt growih

_duline (see

. - . Although cities such as Dallas/ Fort Worth .and Phcoenix postd -
impressive gains in their overall budgets, other Sunbelt sZFites such i -
Atlanta and Jaclsn were net able 4o recover froz cub—s in  Lhelr
govermment funding, On the other hand, scmea Snowbelt compumnities, ik
Flint and Pittsburgh, suffered substantial declines in tlmeir funding
base, but New York and Minneapolis/St. Paul were among the succes
stories in our stuly, Clearly, regional differences and loc—al acononi:
conditions play a part in explaining why some nonprofits roc=o0vered frun
government budget cuts while others did not, but other f~actors aly
contributed to this cutoome. It is still unclear at this-. point wht
factors enable nonprofit organizations to grow and to prosper—. :

govermment funding t—as meant 3

- - reduction in sevices, an increase in workloads pong =
T fundraising

- - - devotion of wmorestaff time and resources to.

There clearly mre sifns of stress within the sector (se—=e table 9),
Many nonprofit organizations are experimenting with new ways - of loverin
costs and improving management efficiencies. Our round 2 ga—ta indicats
that a few nonprofits have set up profit maldng subsidiar—ies, hirel
outside fund raising specialists, or developed programs to obtain
funding through wills and ‘bequests. But agenay directors havess expresae
concern that funding problems will continue to affect the a=—wvallability
‘of services, as well as the quality of services. W.th the almost
certainty of more government funding cuts on the horizor » the= nonprofit
sector is likely to face even more austere conditious in the wmonths
ahead than it did inthe early 1980s.

-7
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Becausa, a3 poll abesove, nonprofit organizations. rewive the
largest share of theirrevermves from government, no serious amly=is of
the nonprorit aseqtor un prossceed very far without a clear understanding
of government activitiin tThe social welfare field. Such activity not
only affeots msonprofitreven—ues s however; it also affects the leveri and
nature of the needa tht m;anérafi’c organizations are called upon to
meet.

Unfortunat¥ely, hguver, the data needed to analyze the ﬁatte;iﬂs of
Zovermment sac=ial welfie a==tivity are every bit as inadequate as the
data on the sc=ope and ’atrue!:ure of the nonprofit sector. While it is
possible to co—llact tm budmets of states or local éévmanta, these
documents typic=ally cowr dif “ferent geographic areas, apply to diff erent
time periods, umsse difymnt mmeroupings of programs, and take very lii:;t.ie
account of the extensinflowws of funds from one level of SQ?EI;BEEEE to
ar;at;har'-, As a copaequits, Mthere is no single source to which one can
turn to gat a e=onmplete, mdupmelicated count of the extent of apending by
all levels of =Zovernfel on -a given range of services in a particular
geographic sre=ma such u Ccok County (Chicago), Illinois, or San
Francisco. Nor are datiawvail_able on the extent of govermment contr-act-
ing with nonprofSTit provilwrs i_n thesa fields. As a 'cc;nsequeﬂce, leaders
in both the pub"liac anq privat-e sectors, as well as the general public,
are poorly equiipped toset priorities, sort out public and private
roles, or assess-: the implicatieons of govermment policy changes on elther
the demand for~ yonprfit mmervices or the revenues of nmprofit

organizationa,



To remedy this, The Urban Institute's Nonprofit Sector projeit
Supp=lemented its analysis of the nonprofit sector with a detain
exap¥Eination of - fsdeéa;, atate, and loecal government soclial Hélf‘sré-
3perEing, and of governmeut contracting with nonprofit and for.pprofi
Provilders. The result is the first comprehensive human services bydg ]
avajl¥able in a comparable form acrosa’ m@itiesi - The data gowe
sixtessen communities broadly representative of the nation in a8ix progea
aregs = of egsnagrrn to nonprofit organizations: health c;«a#e—, gaéial
Servis.ces, employment and training, housing and community development,
arts = and culture, and income assistance. The data were collected wit
the hmealp of local associates living in the research sites. A standag
rasesewrch instrument was used, and considerable verification was cgrpiel
out 'mgy national staff to insure that the data collected ware both agcy
rate wmand comparable from community to community.3 The resultlug daw
shed {Smportant new light on the way our aa:aia; welfare aystem operates,

In pa~~—ticular, five key findings are worth noting.

1. Pomx capita government sp
idcmoalities,

Oesne of the principal findings of our work is that, despite effarts
to spoemoth out inequities among locales in the provision of sccial wel.
fare sesmrvices, considerable vapiations remain. There is, in this sensa,
o sismgxle welfare state in America, but rather many distinct levela af
goverymmant support and commitment to human services in differept types
of commmunities. In New York City, for example, per capita £SVernoment

§ on human services varies widely among

3pon - — 1 détailed-diaeugaiﬁn of the methodology used, see James C. 7
hisselwbitesm, Jr., Rosalyn B. Katz, and Lester M. Salamon, Government Spendiyp
o4 _the Nowmprofit Sector in ,Pitﬁgbﬁg;jcuﬂf (Washington, D.GCa.:

the Urban E=nstitute Press, 19
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spending in six major social welfare areas is about three timas the
level in Dallas (see table 10). Though there are exceptions, government
social welfare apending is generally greater in the Northeast, Midwest,
and in larger communities than in other idnds of communities. Theae
differences are accounted for by a combination of differing local
political philosophies, financial capacities, and needs. It is
interesting, however, that the areas where government spending is
highest are alse the areas where the nonprofit sector 1s most highly
developed, and vice versa. This suggests that government spending and
private, nonprofit activity are products of the same impulses and casts
doubt on theories that posit a conflict between these two sectora.

“health care and income sssistance.

2. Most government social welfare spending is concentrated in just two
OfTAT areas:

Reflecting, in part, the immense size of the federal Medicare
program, spending for health care alone accounts for nearly 60 percent
of government spending in the fields we examined, while income
assistance acccunts for an additional 25 percent. Therefore, -these two
program areas togethei* account for about 85 percent of total spending.

Th'3 means that the four remaining program areas-- social services,
employzent and training, housing and community development, and arts and
culture--together account for only about 15 percent of all government
spending in the social welfare fleld. This suggesats that there are real
limits to the budget savings that are available in these four fields.

service activity is funded by the federal

3. Most government human
government, but most is

government .

aduinistered by state and local

The federal government is the dominant source of funding feor
government social welfare programs, as might be expacted given the
tremendous expansion of the federal government over the last several
decades, In the six program areas of interest hasre s in fact, the
federal share of total spending in 1982 averaged approxdmataly 70
percent (see table 11).

Though federal spending is prominent in all communities, it ia
important to note that the federal govermment picks up a different share
of the social welfare tab from community to community. This is so
because of differences in the socio-economic characteristics of communi-
ties, because of different traditions of state and local involvement in
the social welfare field, becauss there are dispropertiopately large
regional institutions in some communities, and because local communities
are more or leas aggressive in pursuing federal funds, including those
that are channeled through state government. Among our sixteen study
"sites, the share of federal spending ranged from 91 percent in Jackson,
Mississippi to 57 percent in Tuseola County, Michigan and in Pinal
County, Arizona.

While the federal government is the dominant source of funding for

_govermment social welfare programs, state and loecal governments continue
to play a crucial role. 1In the first place, state and local governments

=10
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provide about thirty percent of the funding, though this figure ranges
widely among communities. In some fields, such as social services, more-
over, the state and local share of spending averages a little over 40
percent of the total. In the second place, if Medicare 1is excluded,
state and local governments have administrative control over two thirds
of the federal funds spent in these Program areas. This i3 so becauss
many of the federal programs channal their funds through state and loecal
governments. Taken together, therw: -e, about 80 percent of all govern-
ment social welfare spending, excluding Medicare, is administered by
state and local governments (see table 12), These governments thus make
most of the decisions about how these services are delivered and by
whom. .

— #T--Bonprofit or ganizations deliver about &

A about as many

as does government itself.

~ Much has been said about privatization of public services in the
1980s. 1Indeed, one gets the impression that privatization is something
new, and that goverrment has used private organizations very little to
carry out programs that it funds. This simply is not the case. In fast,
exclusive of income asaistance, governments at all levels actually
deliver leas than half of the social welfare services they finance. In
the typical community, government provides directly only about two-
fifths of the services it funds in these fields (see table 13). - The
remaining three-fifths is contracted out to private nonprofit and for-
profit organizations. About two-fifths of total government spending in
social welfare goes to nonprofits y and about a fifth goes to for-
profits. This high level of contracting out was in place long before __
the Reagan Administration, and has been the mechanism by which many of
the new programs of the 1960s and 1970s were carried out.

Government reliance on nonprofits to deliver publicly financed
services is particularly extensive in the fields of day care, elderly
services, legal services, hospital services, in all of which nonprofits
deliver over half of the publiely funded services. Nonprofits are also
major providers of publicly funded services in the fields of family ser-
vices, services for the disabled, child welfare Services, mental health
and drug abuse services, employment and training, and arts and culture.

Government'a use of nonprofits also varies considerably among
communities (see table 13). As a rule y Sovermments in the Northeast and
larger communities tend to use nonprofits more than governments in other
kinds of communities. For example, government in the Pittsburgh area
contracts out half the services it funda. By contrast, government in
Tuscola County, Michigan contracts out only 12 percent of its social
welfare funding to nonprofits. Generally speaking, government use of
the nonprofit sector ia greatest where the sector is strongest, and most
limited where the sector is weakest. :

What all of this means is that in the human service field, at
least, less attention needs to be given to building public/private
partnerships from scratech than to improving those that already exist.
At a minimum, in our zeal to encourage privatization, care must be taken

=11=
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to avoid damaging the extensive partnership arrangements between the
public and the private nonprofit sectors that already exist.

| Long Ll
jerjet

Recent government budget ¢ _fell particularly hard on nonprofi
organizations and have led to_ increased competition from for=-profi
roviders. ' - -

et cuts fell par

5.

While federal spending grew 1in the early 19803 in the large
"entitlement"™ programs such as Medicare and income assistance, outside
of thase two areas federal budgst cuts occurred that reduced the resour-
ces avallable for government human service activities in the remaining
fields in most of our local sites. What is more, in many of these sites
state spending, far from increasing to offset the federal declinas,
actually. declined as a result of the recession that occurred. As a
result, between 1982 and 1983, the Years for which we collected loecal
data, the value of government service spending, exclusive of Medicare
and income assistance, declined by an average of 3 percent in our atudy
sites. 1In some sites, however, the drop was much sharper than this, as
shown in table 14, What is more, some fields--such as empldyment and
training--experienced far more severa cuts than others.

Nonprofit organizations absorbed a disproportionate share of these
cuts. Thus while government spending declined by 3 percent overall out-
side of Medicare and income asaistance, government support for nonprofit
service providers in these rields declined by over 5 percent. In some
communities, morasover, the nonprofit losses were even more Severa,
reaching close to 10 percent or more in Boise (Idaho), Pittsburgh,
Vicksburg (Mississippi), Jackson (Mississippl), Chicago, and Atlanta.

While nonprofits providers suffered disproportionate losses, for-
profit providers fared better. In large part, this was because the for-
profit sector expanded its operations in the large health care field.
But for-profits also increasad their revenues from government even in
the smaller program areas such as social services and employment and
training where government spending declined. The result is more active
competition between nonprofits and for-profita for the available govern=-
ment contracts, a competition in which for-profit providers are
apparently making headway at the expense of both government and
nonprofit providers.

The kind of work that we have done on government apending and use
of nonprofits ought to be of particular value to communities in assess-
ing the potentially large faderal budget cuts they face under the Gramm-
Rudman Act. What our work makes clear is that such cuts would have very

different impacts on different communities. In particular, smaller com-
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munities and communities in the South and West are generally more
vulnerable to federal cutbacks such as those in the Gramm-Rudman Act
becauties they rely more heavily on federal funds than other communities
(see table 11). This should not be surprising. Much of the federal
expanaion of sooial welfare programs in the 19608 and 1970s was intended
to provide a basic floor nationwide for scme kinds of servicas and in-
come asszistance payments. 1In *psrtiegla'r, many of these programs were
aimed at poor communities where State and loecal re.ources did not exist
to meat n;gedﬁa, and at communities more broadly where state and loecal
governments had no trad;tian of aupporting social welfare services, As
a result, federal budget cuts would likely fall hardest on those commu-
nities where astate and 1local government support for social HEle;‘B
services has been weakest. ;
Bayond the immediate concerns about Gramm-Rudman, however, it is
éle;ar from our work that mastering the ngnpx-afiib sgc;itor- alone ia pot
enough for those who would be students and analysts of this set of
inatitutions. Because of its great size and because of its large
partnership arrangements with the _nonprofit sector, the workings of
govermuent must also be understuod clearly by those ;’ha are concerned
with the future of the aonprofit sector. Unfortunately, the complexi-
ties of govermment in a heavily fragmented federal syatem do not make
this an easy task for those in the nonprofit seeta;ar-,ir;z gavergmant..
In point of fact, the country is a many-colored puzzle where vary
different government social welfare policies are found as one moves frem
community to community. The differences include ve:-f different amounts
of public resources used for these programs, dif‘ferantystate and loecal
roles and expectations, and very different views about public-private

“13-
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partparahips. In the short run at least, most communities will have to
use very rough approximations of reality generated from existing but
fragmentary information. It is to be hoped, however, that more
communities will move toward developing comprehensive community
information systems of the sort outlined here that will make possitle

better deciaions by both public and private deciaiommakers.

Conolusion

The work *Hé have done on the nonprofit _segtar and on government
human service spending has shed some much-needed empirical light on a
set of linstitutions and relationships that is vital to American gociety
but that has largely escaped serious scrutiny up to now. In the procesas,
wWe have challenged some long-atanding misconceptions about the character
and role of nonprofit institutions and about the operation of the
American version of the modern welfare state.

While we have learned a great deal » however, our work has also
demonstrated that much still remains to be learned. We have documented,
for example, considerable variation in the scope and structure of the
nonprofit sector from place to plaeg; but this v;ari;atiax_i does not seem
to fit very well with the major theoretical explanations available in
the literature. Similarly, we have identified e@n:i.zi,darable differences
in the extent of govermment use of nonprofit providers to deliver
services among different locales s yet our understanding of the bases of
the governmental decisions to contract out or to provide services
iiraetly through public agencies ramains rudimentary. Likewise, we have
only limited vnderstanding about the .advantages or disadvantages éf

using nonprofit, for profit, or govermment service providers. Finally,
-1=
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our work has documented a considerable expansion in nonprofit use of
fees and service charges to finance the sector's activitiea, but the
consequences cf this trend for the structure of nonprofit services or
the client foous of the sector remain unclear.

In short, our work has usefully explored the tip of a very large,
but still mostly submerged, iceberg. If it has demonstrated that this is
territory well worth e:@laring!aﬂd developed some useful signposts for

others on the trail, howaver, it will have served its purpcse wall.

=15~
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Table 1

Ffald Sites for Urban Institute Honprofit
Sactor Project Loecal Work

Northeast South

New York : Dallas/Ft. Worth
Pittsburgh Atlanta
Providence, RI Jaakson, M3
Fayette County, Warren County, MS

\m\
|

Midwest West

Chiecago San Francisco
Minneapolis/St. Paul Phoenix

Flint, MI Boise, ID
Tuscola County, MI Pinal County, AZ

-
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Tabla 2

Percantage of Agencies That Specialize in a Particular Service Area
or Client Group

) - ) — Percentage of Agencies
Servies Category Specializing in

Servies Area®
~ Social services 4%
. —---Gultural/artsa/recreation
Multiservices
Bducation/research
Health services
Institutional/reaidential care
Housing/community development
Employment/training/income support
Advocacy/legal services
Mental Health

Total

Client Groups®
- Black :
Hispanic L
Asian=-American 3

Poor
Unemployed
Single Parents

293
19
15

Disabled 13
Ex-offeanders : 2

Source: The Urban Institute Nodprofit Sector Project Survey.

aPrimary service activity is defined as the area in which an agency
spends 50 percent or more of its funds. If an agency does not meet this
eriteria, it was classified as a "multiservice™ organization.

bAggnaies in which more than 50 percent of clients belong to a
specific target group. ’




‘Table 3

DISTRIBUTION OF HONPROFIT HUMAN SERVICE ORCANIZATIONS BY
SIZE OF 1982 EXPEHDITURES

- R - o A1l Sites

- Percentage
Percantage of
of Sector
Agency Size Organizations Expenditures

Leas than %100,000 4oy 23
$100,000-$499,999 35 12
$509,000-%1 million 10 : 10
Over %1 million i5 76

TOTAL ’ 100% " 100%

Madian expend!tures $150,000
Mean sxpenditures $758,058

SOURCE: The Urban Institute Nonprofit Sector Project Survey.
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Table B

' REVENUE SOURCES OF HONPROFIT
HOMAXY SERVICE ORGANIZATIONS, 1982
(n = 2,304)

" Share of Total ~ Percentage of
Nonprofit Revenue Organizations with ANY
from Source Support from Source

_ Government ’ 38.43 - 60.3%
Faes/dues/chargas . 29.6 68.9

Private giving
Direet individual giving
United Way
Foundation granta
Corporate gifts
Other federated funders

Ll

LFURN ) e )
-

— ok Y
L L] [
A BOogm
i
oo
M
(=]

n
| FVEW
=

-

« ™y
g

SUBTOTAL, private giving

__Endowment/investments 4.6 32.7
“"Other® 5.7 Tt 23,67 7
Unspecified 0.4 N/A

TOTAL 100.0% N/A

SQURCE: The Urban Institute Nonprofit Sector Project Survey.
%Includes such sources of revenue as sales of products, special
fundralising events, and rental of facilities.
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Table 5
1982 Noaprofit Sector Income by Service Area and Funding Source

- T ' . T ~ Private Endowment A1l
Service Area Government Fees Giving Investments Remaining Total

|

100%
100
100
100
100 «
100
100
100
100
100

by

Mental health 62% 28% 6%
Social services 54 14 a7
Legal services/advocacy 53 14 28
Housing/community development 52 27 18
Employment/training/ine. support 51 10 13
Institutional/residential care 50 32 i2
Multiservices 4y 24 26
Health 30 52 13
Education/research 26 32 30
Cul ture/arta/recreation 14 28 31

P

-
—
i
3T U PO L - T P -

[
1002

nn
"
o
w

All agencies 38% 30% 2132

NOTE: Numbers may not sum to 100 percent because of rounding.

Source: The Urban Institute Nonprofit Sector Project Survey
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Table 6

Percentage of Organizations' Total

- Revenues Coming from

Site - Fees/Duea/

Government. =~ Charges Private Giving

JACKSON 66% 7% 25%
Pittaburgh 51 21 17
Providence 51 27 16
Bolse Ly 14 34
San Francisco Ly 33 15
. New Yok i3 17 20
Phoenix 41 28 23
Minneapolis/St. Paul 37 33 22
Atlanta 36 34 23
Dzllaa/Fort Worth 34 25 29
"Flint 33 32 17T
. Chieago .. . . . 32 ] 29 ... 29

ALL SITE AVERAGE® 38¢% 30% .21%

SOURCE: The Urban Institute Nonprofit Sector Project Survey. -
3Tncludes data from the four nonmetropolitan study sites as well as from
the twelve metropolitan aites liataed.




Table 7
Inflation Adjusted Changs in Revenue by Service Area and Funding Source:
1981-1982

- Frivate  Total
Service Area Government Foas Giving Revenues

Mental health -0.1% +29.4% =6.1% +6.5%
Social services ' -8.8 +3.6 +2.8 -4.0
Legal services/advocacy ‘ ' ~28.8 +19.2 +4.3 =15.5
Housing/community development =15.6 +45.0 +14.0 +1.9
- Employment/training/ine. suppeort =12.7 +0.9 =1.0 =6.3
Institutional/residential care +4.1 +5.4 +15.1 +U.4
Multiservicas _=8.1 +4.0 +4.0 -1.7
E;alth =1.3 +6.6 =0.4 +3.3
Education/research =7.3 +2.5 +6.9 +0.6
Culture/arts/recreation ) . =1.3 +8.5 +6.3 +5.7

Source: The Urban Institute Nonprofit Sector Projeact Survey




Table 8
IH?LLEIG!&LBJESTED EEAiGES Iﬁ EQFESHEEE? IED il

_Inflation-djusted Changes in--

Government Nongovernment Total
Site * Support Support Spanding

Bﬂiag -18-6 i9 éﬁ;@
Flint . =15.9 .8 =6.3
JEEKEEIL §1195 |'1 —’,5-4

+3.6
+2.9
+1.6
=0, 17
§1-1|T
+3.2
+2.8

Phoenix =10.9
Dallas<Fort Worth - 5
Rhode Island - 8.8
San Francisco - 6.4
6.2
2.5

—
20 OO 0 O O

Pittsburgh -
Minneapoiis/St. Paul - 2.F
New York + 4.4

LA I N A 2 R A T S

S owww
-
OVO & O © AN W

AVERAGE FOR ALL SITES® - 638 +5.38 T +0.58

SOURCE: The Urban Institute Nonprofit Sector Project Survey.

8Tnoludes data from four nonmetropolitan sites_as well as twelve
metropolitan aites listed.
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Table 9 !

Action= Taleen by Honprofit Organizations to Cops With
Chengss in Fundipg Lavels

Action Takem — % of Respondents

r ataryt

‘Increased staff worklocad 31%
Reducad administrative staff 22
Not f£1l11 ataff vacancies 21
Redused service delivary staff 19
Insat!tuted salary freeze . 12
Reduced ataff benefits 7
Reduced work week for paid staff 6

Affecting management operations
Devotaed more resources to fundraising activities 56%
Relied more on volunteers 33
Reorganized adminiatrative staff 26
Started new management effiaiency programs 25
Shared resources with other agesncies 19
Merged with another arganization 2

Affect B Jes _ar

- Increased or instituted fees for service 26%
Eliminated apelcifc programs or services 17
Reduced the number of clients served 12
Tightened eligibility raquirements 10
Reduced level of service provided 10

ng servioes or alients




Table 10
TOTAL GOVERHMENT SPENDIKG FOR SIX MAJOR SOCIAL WELFARE FIELDS, 1982

. Per Capita Spending

New York City 1,670-— -~ . -
San Franolsco, Cal. 1,633
Atlanta (Fulton County), Ga. : 1,088
Chicago (Cook County), Ill. 1,076
Minneapolis (Hennepin County), Minn. 1,072
Pittaburgh (Allegheny County), Pa. 1,018
St. Paul (Ramsey County), Minn. 1,009
Rhode Island (Providence) 996
- Jackson (Hinds County), Miss. 911
Caro (Tuscola County), Mich. 821-
Flint (Gsnesee County), Mich. 797
Casa Grande (Pinal County), Ariz. 701
Boise (Ada County), Id. 595
Phoenix (Maricopa County), Ariz. ) . .563
Vicksburg (Warren County), Miss. 562
Dallas (Dallas County), Tex. 506

Unweighted mean ‘ 593255 P
Weighted mean $1,188

Source: Data compiled and eatimated by The Urban Institute Nonprofit Sector
- .Project from federal, atate, and local government sources.
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Table 11

Fedex~al Share

Jackson (Hinds County), Miss. 91%
Boise (Ada County), Id. 85
Vicksburg (Warren County), Miss. 84
Dallas (Dallas County), Tex. ' 78
Phoenix (Maricopa County), Ariz. 77
Pittsburgh (Allegheny County), Pa. 77
Atlanta (Fulton County),Ga. 77
Rhode Island (Providence) 73
Minneapolis (Hennepin County), Minn. 71
- Flint (Genesee"County), Mich. 70
Chicago (Cook County), Ill. 68
St. Paul (Ramsey County), Minn. 67
New York City 63
San Francisco, Cal. 62

Caro (Tuscola County), Mich. 57

Unweighted mean : 72%

Weighted mean 67%

Source: Data complled and eatimatad by The Urban Imstitute= Nonprofit Sector
Project from federal, atate, and local govement Sources.
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Table 12

STATE AND LOCAL GOVERNMENT ADMINISTRATION

Percentage of Spending
Administere< by State
and Local. Government®

Caro (Tuscola County), Mich. : 95%
Flint (Genesee County), Mich. 92
St. Paul (Ramsey County), Minn. 91
New York City 87
Chicago (Cook County), Ill.. 86
Rhode Island (Providence) 83
- Pittsburgh (Allegheny County), Pa. 80
Atlanta (Fulton County), Ga. 80
Casa Grande (Pinal County), Ariz. 80
Minneapolis (Hennepin County), Minn. 79
San Franciaco, Cal. : T7
Vioksburg (Warren County), Miss, 15
Phoenix (Maricopa Gaunty), Ariz. T4
Dallas (Dallas County), Tex. 72
‘Boise (Ada County), Id. 60 -
Jackson (Hinds County), Miss. 56 .
Unweighted mean 79%
Weighted mean 85%

Source: Data mpiled and estimated by The Urban Institute Nonprofit Sector
Project from federal, state, and local government sources.

#This figure excludes the large Medicare program which is federally
funded 2nd administered. The Medicare program is a health care finaneing
program for the elderly that makes direct payments to heapitala, doetora, and
other providera of health services.
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Tabla 13
PROVIDERS OF GOVERMMENT FUNDED SOCIAL \ELFARE SERVICES, 1982

Percent of total spel

Nonprofit For-l

Pittsburgh (Allegheny

County), Pa. 50% 8% 32%
Chicago (Cook County,, Ill. ' 48 18 35
New York City k3 18 39
Rhoda Island (Providence) 4o 22 38
San Francisco, Cal. 40 i9 |
St. Paul

(Ramsey County), Minn. 4o 2k 36
. Minneapolis (Hennepin

County), Minn. 38 21 42
Phoenix (Maricopa County),

Ariz. 37 27 36
Vicksburg (Warren County),

Mi=sa. 34 27 37
Boise (Ada County), Id. 33 17 " 50
Flint (Genesee County), Mich. 28 31 .
Dallas (Dallas County), Tex. 27 24 ho
Atlanta (Fulton County), Ga. 27 20 53
Jackson (Hinds

County), Miss. , 23 . . 16 59
Casa Grande (Pinal County),

Ariz. 16 18 66
Caro (Tuscola County), Mich. 12 18 71

Unweighted mean ’ 34% 21% 452

Weighted mean h2g 19% 39%

Source: Data gmpﬂgd'agd estimated by The Urban Insti tute Sector Project
from federal, state, and iocal government sour-ces.
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Table 14

Change in Government Chansse in Government
Spending Excluding 3uppo.=rt of Nonprofits
Medicars & Income Excluding

Asslstance Madicars

Boise (Ada County), Id 7% =12%
Pittsburgh (Allegheny

County) Pa. =11 =13
Chicago (Cook County), Ill. =5 -9
Dallas (Dallas County), Tex. =2 =5

- Atlanta (Pulton County), Ga. -5 -9
Flint (Genesee County), Ga. + -5
Minneapolis (Hennepin

County), Mimn. + +5
Jackson (Hinds County), Miss. b =10
Phoenix (Maricopa County),

Him; !1 !?
New York City _ =2 -1
Casa Grawie (Pinal County), .

AI‘iEi *E . !‘u
St. Paul  Ramsey County),

Minn. 7 +3 +7
Rhode Ialand (Providencs) =l -3
San Francisco, Cal. - =7
Caro (Tuscola County), Mich. -3 +3

.....Vicksburgh (Warren County), .
Hiﬂag 36 . ) i11

‘Unweighted mean’ -3 T 5%

' Weighted mean =3 Y 4

Source: Data compiled and estimated by The Urban Instit—ute Nonprofit Sector
Project from federal, stats, and local govermnme=nt sources.
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WHPROPTE" SECTCER PROJECT SPONSORS

(rporatiorms or Corporate Foundations

Aetna Life & Casualtyfoundatio=a

Alcoa Foundation

American Telephone anl Telegrapk= Comp=any
Amoco Foundation, Ino

The Atlanta Journal/Te Atlanta
Atlantic Hichfield Fandation
BankAmerica Foundatim
Chevron, U.5.A., Inc,

Tha Coca=Cola Foundatin

The Equitable Life Asirance Soc=isty <f the United States
The Firsat National Batk of Atlarata

Gannett Foundation

- The General Electric lundation

General Mills Foundatin

H.J. Heinz Company Fondation

Honeywall Foundation

New York Telephona

Shell Companies Foundiion

United Staztes Steel Fundation, Ine.

Wells Fargo Foundatio

Const:S tution

Miional Fomndaticns and Organizations

The Carnegle Corporatin

Ford Foundation

Independent Sector

The John D. and Catherlne T. Mac=Arthur- Foundation
Richard King Msllon Fondation

Charlez Stewart Mott fndation

The Rockefeller Brothes Fund

The Rockefeller Foundiion

The Buhl Foundation

The Bush Foundation

The Chicago Community frust

Howard Heinz Endowment
Metropolitan Atlanta (munity Feoundat—=ion
The Minneapolis Foundition

The New York Communitylrust

The Pittaburgh Foundatin

Prince Charitable Trusts

The Rhode Island Foundition

The Saint Paul Foundatin

The San Francisco Foulition

The Joseph B. Whiteheal Foundatieon
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